
COMMOhWEALTH OF KENTUCKY 

BEFORE TKE ENERGY REGULATORY COMMISSION 

* + * * *  

In t h e  Matter o f :  

THE APPLICATION OF CUMBERLAND VALLEY ) 
RURAL ELECTRIC COOPERATIVE CORPORATION ) 
FOR AN ORDER AUTHORIZING A PASS-THROUGH ) CASE NO. 7999 
OF EAST KENWCKY POWER WHOLESALE POWER 1 
RATE INCREASE IN CASE NO. 7981 1 

O R D E R  

On October 24, 1980, Cumberland V a l l e y  R u r a l  Electric 

Cooperative Corporation ( A p p l i c a n t )  f i l e d  Its A p p l i c a t i o n  t o  

f low-through any i n c r e a s e  i n  rates g r a n t e d  its w h o l e s a l e  

power s u p p l i e r ,  East Kentucky Power Company, Inc. ( E a s t  

Kentucky) i n  Case No. 7981. A p p l i c a n t  is o n e  of e i g h t e e n  

member d i s t r i b u t i o n  c o o p e r a t i v e s  of E a s t  Kentucky. I n  Case 

No. 7981, East Kentucky r e q u e s t e d  an  i n c r e a s e  in r evenue  of 

approximately $25,631,320. Of thls t o t a l  i n c r e a s e ,  Appli-  

c a n t  would e x p e r i e n c e  an increase i n  power costs of approxi- 

m a t e l y  $1,626,063, T h i s  i n c r e a s e  r e p r e s e n t s  6.32% of t h e  

proposed  East Kentucky i n c r e a s e  and would r e s u l t  i n  an 

o v e r a l l  i n c r e a s e  t o  A p p l i c a n t ' s  consumers  of 17.91%. 

The m a t t e r  w a s  s c h e d u l e d  for h e a r i n g  on J a n u a r y  23, 

1981, at the Commission 's  o f f i c e s  i n  F r a n k f o r t ,  Kentucky. 

The hearing was conducted as scheduled and the Consumer 

P r o t e c t i o n  D i v i s i o n  of t h e  A t t o r n e y  G e n e r a l ' s  o f f ice  w a s  t h e  

only i n t e r v e n o r  present. 

The m a t t e r ,  of t h e  methodology for r a t e - m a k i n g  pur- 

poses, t o  p r o c e s s  t h e  i n c r e a s e d  power cost was discussed by 

Mr. L. Cole of J a c k s o n  County Rural E l e c t r i c  C o o p e r a t i v e  

Corporatfon in h i s  t e s t i m o n y  as spokesman f o r  a l l  e i g h t e e n  

(18) c o o p e r a t i v e s  and Mr. M. Kags i n  h i s  t e s t i m o n y  on  behalf 

of t h e  methodology of  Graysofi County R u r a l  Electr ic  Coop- 

erative C o r p o r a t i o n .  The methodology most used  by t h e  

appllcants was t h e  p e r c e n t i l e  method, whereby t h e  i n c r e a s e d  



wholesale power cost is divided by t h e  no rma l i zed  test 

p e r i o d  r evenue ,  t h e n  100% is added to  t h e  q u o t i e n t  and  

m u l t i p l i e d  by a l l  t h e  c u r r e n t  rates. Another rate-making 

procedure ,  an e n e r g y  a d d e r  c h a r g e  t o  me te red  KWH s a l e s ,  w a s  

also d i s c u s s e d .  The ene rgy  adder c h a r g e  p r o c e d u r e  is t h e  

process whereby t h e  i n c r e a s e d  wholesale p o w e r  cost is 

d i v i d e d  by t h e  me te red  KWH's and t h e  q u o t i e n t ,  b e i n g  i n  

d o l l a r s  p e r  IS", is added to  t h e  me te red  KWB ra tes  only. 

The Commission a f t e r  r e v i e w  of t h e  e v i d e n c e  of record 

and be ing  advised is of t h e  opinion and so FINDS: 

(1) Tha t  t h e  a c t u a l  i n c r e a s e  g r a n t e d  E a s t  Kentucky i n  

C a s e  N o .  7981 Is $25,631,320 which w i l l  result i n  a n  i n c r e a s e  

i n  power costs t o  App l i can t  of $1,626,063. 

(2 )  That  A p p l i c a n t  is e n t i t l e d  t o  r e c o v e r  the i n -  

creased wholesa le  power costs g r a n t e d  i n  C a s e  N o .  7981 and 

its B i n a a e i a l  condition would be m a t e r i a l l y  impa i red  if it 

w e r e  not a l lowed  t o  recover t h i s  a d d i t i o n a l  cost .  

(3) Tha t  t h e  r e v i s e d  ra tes  and c h a r g e s  se t  o u t  in the 

attached Appendix "A" are d e s i g n e d  to reflect only t h e  

i n c r e a s e d  power costs f r o m  East Kentucky,  g r a n t e d  i n  t h e  

final order in Case No. 7981. 

(4) That  t h e  f low-through of the w h o l e s a l e  power costs  

will n o t  r e s u l t  in any a d d i t i o n a l  n e t  margin  t o  A p p l i c a n t .  

(5) That t h e  most e q u i t a b l e  method for rate-making 

purposes  is t h e  e n e r g y  adder c h a r g e ,  t h e r e f o r e ,  t h i s  is the 

rate-making procedure used t o  de termine  t h e  f i n a l  rates i n  

this case. 

IT IS THEREFORE ORDERED, t h a t  Cumberland V a l l e y  R u r a l  

E l e c t r i c  C o o p e r a t i v e  C o r p o r a t i o n  is hereby  a u t h o r i z e d  t o  

f low-through t h e  increased power costs r e s u l t i n g  from the 

rate i n c r e a s e  g r a n t e d  its w h o l e s a l e  power s u p p l i e r  in Case 

No. 7981. 

IT IS FURT?dER ORDERED, t ha t  the rates set out in 

Appendix "A"  shall br? placed into a f i cx t  ~ ~ r n u l t a n o a u ~ l y  w l  t h  

the effective date of t h e  E a s t  Kentucky w h o l e s a l e  power 

Increase. 
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IT IS FURTHER ORDERED, t h a t  Cumberland Valley Rural 

Electric C o o p e r a t i v e  Corporat ion  s h a l l  f i l e  w i t h i n  t w e n t y  

(20) days from t h e  d a t e  of t h i s  Order its r e v i s e d  tariff 
s h e e t s  s e t t i n g  out t h e  rates and charges approved h e r e i n .  

Done at  F r a n k f o r t ,  Kentucky,  this t h e  26th day of February, 1981. 

ENERGY REGULATORY COMMISSION 



APPEND 1 X "A" 

APPENDIX TO AN ORDER OF THE KENTUCKY ENERGY 
REGULATORY COMMISSION I N  CASE NO. 7999 
DATED FEBRUARY 26, 1981. 

The following rates and eharges are prescribed for t h e  c u s t o m e r s  

in t h e  area s e r v e d  by Cumberland V a l l e y  R u r a l  E lec t r ic  C o o p e r a t i v e  

C o r p o r a t i o n .  A l l  o t h e r  rates and  c h a r g e s  n o t  s p e c i f i c a l l y  ment ioned  

herein s h a l l  remafn t h e  same as t h o s e  i n  e f f e c t  unde r  a u t h o r i t y  of 

t h i s  Commission p r i o r  t o  the date of t h i s  O r d e r .  

SCHEDULE I 
FARM, HOME, SCHOOLS AND CHURCHES* 

Rates : 

Customer Charge  
F i r s t  500 KW€i 
Over 500 KwEi 

$5.00 Per Month P e r  Customer 
-05422 Per KWH 
.04423 P e r  KWH 

SCHEDULE I1 
SMALL COMMERCIAL AND SMALL POWER* 

R a t e s :  

Demand Charge: Per KW of B i l l i n g  Demand $ 2 . 7 5  

Energy Charge: 

Customer c h a r g e  $5.00 P e r  Month Per Customer 
First 3,000 KWH .06842 Per KWH 
Over 3,000 KWH .04964 P e r  KWH 

SCHEDULE III 
ALL ELECTRIC SCHOOL ( A . E . S . ) *  

Rates : -- 
All KWH $ .04893 Per KWK 

SCHEDULE I V  
LARGE POWER RATE - INDUSTRIAL* 

Rates : 

Demand Charge: Per KPJ of Billing Demand $3.67 

Energy Charne:  

ALE. KWH .(I3022 P e r  KWH 



. . 
SCHEDULE I V - A  

LARGE POWER RATE - 50 KW TO 2,500 KW* 
Rates : 

Demand Charge: Fer KY of B i l l i n g  Demand $ 2 . 7 5  

Energy Charge: 

All IKW€i .03773 Per KWH 

SCHEDULE VI 
OUTDOOR LIGHTING - SECURITY LIGHTS' 

Rates: 
-7 

Mercury Vapor Lamps 

175 Watt 
400 Watt 

$5.40 Per Lamp P e r  Month 
7.10 Per Lamp Per Month 

*Fuel Adjustment Clause 
All rates are applicable to the Fuel Adjustment Clause and may 

be increased or decreased by an amount per KWH equal to t h e  fuel 
adjustment amount per KWH as billed by t h e  Wholesale Power Supplier 
p l u s  an allowance f o r  line losses. The a l l o w a n c e  for l i n e  losses  
will not exceed lO% and is based on a twelve-month moving average 
of such losses. This Fuel Clause is subject  to all other applicable 
provisions as set out in 807 EAR 2:055. 

The monthly kilowatt hour usage shall be subject  to plus or 
minus an adjustment per KmH determined in accordance with t h e  "Fuel 
Adjustment Clause. I' 
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